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Agenda item

Bl ood safety requirenents: inpact on hospital costs and paynent
options

Tim G eene

MR. HACKBARTH:. Next on the agenda is blood safety
requi renents for the Decenber 2001 report. Tinf

MR. GREENE: Good norning. 1'Il be discussing the report
mandat ed by BI PA under the [i naudi bl e]

Hospital blood related costs increased nore rapidly than
overal | operating costs over the last 15 years, due nostly to
new y i nposed safety requirenents and the costs of technol ogies
required to neet those requirenents. In addition, blood related
costs probably increased significantly in fiscal year 2001 that
just ended reflecting major price increases for products.

Finally, three new bl ood safety technol ogies which I'll be
di scussing in a mnute will probably lead to future cost
i ncreases.

Hospital paynents under the inpatient PPS are, as you know,
adjusted over tine to reflect changes in hospital costs. These
updates are set mainly by the changes in the marketbasket for
hospital inputs. The current marketbasket does not include a
conmponent that explicitly and separately reflects the costs of
bl ood products. This raises a question of the proper treatnent
of bl ood and bl ood-rel ated costs under the hospital inpatient
PPS.

Bl PA requires that MedPAC conduct a study on any increased
hospital costs fromfiscal year 1984 through fiscal year 1999
attributable to new bl ood safety requirenents and i npl enentation
of new related technologies. It requires that we exam ne whet her
i npati ent PPS adequately recogni zes costs and it requires that we
estimate, to the extent feasible, changes in costs in the future
from 2001 through 2010. It also requires that you consider
possi bl e changes to the inpatient PPS to deal with these future
expected cost increases.

This nmorning I'lIl be presenting a summary of recommendati on
options to start with, then a brief overview of our report.
Finally, I'll be returning to a nore detail ed description and

di scussi on of the recommendati on options and other alternatives.
Just by way of overview, there are four options for action
by CM5 or the Congress that we consider. | will note them now
and return to themin nore detail. First, BIPA requires that
when CMS next revises the hospital narketbasket, it give special
attention to the adequacy of paynent for bl ood and bl ood
products.
"1l be discussing two alternative nodifications to the
mar ket basket that we believe CM5 could consider to neet this
mandat e. Second, Congress could increase the update by an anount
to take account of costs of bl ood technol ogi es on overal
hospital costs. Although | realize you' re considering changes in
your update approach that woul d suggest that you woul d not
support such an alternative, we did include it as an alternative



to at | east be considered.

Third, another alternative would be to increase the update
every year by a fixed anount, a set nunber repeatedly every year,
as a way of dealing with these costs. This was considered by
Congress | ast year and not adopted. But because it's been a live
political possibility, we included it as sonmething to consider.

Finally, CM5 can address these costs using the new
t echnol ogy pass-through provisions of BIPA. In that case, it
woul d assign a new technol ogy pass-through paynent for these
presuned technol ogy costs.

The MedPAC report presents a discussion of the devel opnent
of regulations and private sector standards dealing with the
safety of the blood supply. MdPAC staff, supported by Project
HOPE under contract, identified relevant technol ogi es and use
during the historical period and anticipated in the future.

Project HOPE identified several major issues for the future
pertaining to blood testing, nmethods for processing blood to
enhance safety, and policies to screen donors to avoid tainted
blood. It also studied three specific technol ogies, nucleic acid
anplification testing, a | euko reduction systemfor renoving
white bl ood cells when blood is processed for use, and a newy
devel oped technol ogy cal |l ed pathogen inactivation which is a way
of elimnating infections from bl ood whet her they've been
identified by testing or not. They all prom sed to be inportant
and to be sources of future cost increases.

We di scussed themat greater length in the report and in an
appendi X report presenting in detail Project HOPE s findings.

"1l be now turning to an overview of our enpirical
findings. W exam ned data on prices of blood products. W
identified a measure for overall blood price, in this case the
producer price index for blood and derivatives for human use.

And secondly, we devel oped a neasure of prices of blood focusing
on the products used by hospitals, which we described as a
hospi tal bl ood products neasure.

The first, we determ ned grew at an annual rate of |ess than
the gromh in the market basket over the historical period 1984 to
1999, while the second -- our neasure of hospital blood price --
increased at a nore rapid rate than the market basket. However,

t hese bl ood price indexes are very erratic over the |onger

period, over the full period. And nore inportant, these
alternative indexes give a very different picture of what's going
on, both over the long period and individual subperi ods.

We concluded fromthat that we really can't reach an
unanbi guous judgnent about the effects of price changes here on
hospital costs. So we turned to Medicare hospital cost data as
an alternative.

We exam ned two neasures of Medicare blood rel ated costs.
The first is based on cost report information on facility bl ood
related costs fromthe rel evant cost centers for all PPS cases.
The second is based on hospital bill data on these costs solely
for cases of patients hospitalized who actually used bl ood.

Bot h, however, give very simlar results over the 1986 to 1999
period. W' re choosing that slightly shorter period for data
reasons.



Bot h grew sonewhat faster than overall costs per discharge
and per user respectively. However, the difference in the growth
of costs between the bl ood cost neasure and the overall cost
neasure is very small, less than half a percentage point per
year. And as we knew, the share of blood costs in total hospital
costs is also quite small. As a result, there's very little
i mpact of these price divergences on total hospital costs for the
peri od.

Now | turn to the policy context, which is the hospital
paynent system Medicare inpatient PPS pays hospitals a fixed
amount per discharge for all services provided by the hospital.
Paynent is made for an all-inclusive bundle of services, not for
actual inputs used. |In particular, it doesn't depend on whet her
bl ood or any other specific resource is used to treat any
speci fic case.

This is inportant in trying to keep perspective on
consi deration of cost increases pertaining to just one input,
whether it's inportant or uninportant.

Over the 1986 to 1999 period we know that hospitals were
able to offset the prices, increase the prices of sone inputs by
reduci ng use of other inputs and, in particular, by shifting a
good deal of care out of the inpatient setting to post-acute
setting, and reducing the nunber of days at the end of a stay,
and reducing the resources used to treat any specific PPS case.
W' ve di scussed that nany tines previously and in several MedPAC
reports.

As a result, total operating paynments per discharge over the
1986 to 1999 period increased nore rapidly than PPS operating
costs per discharge, leading to positive margi ns over a good deal
of that period. They increased at approximately the rate of
bl ood costs. So even if we are concerned with conparing paynents
to the cost of a single input, paynent growth approxi mately
mat ches this slightly higher than overall blood cost grow h.

Looki ng forward, blood related costs, as | indicated,
probably rose significantly in fiscal year 2001 as a result of
product increases in July, is where a 35 percent price increase
by American Red Cross, which is the dom nant supplier of blood to
the nation's hospitals. Red Cross says 35 percent, Anerican
Hospital Association reports that sone of its nmenbers are
reporting 100 percent price increases. So this could be
significant in this one year.

In addition, the three technol ogi es which | discussed
earlier are likely to lead to continuing cost increases as they
diffuse in the bl ood-banki ng system and dependi ng on the costs
that are actually realized over the next several years.

The question for CVM5 and for the Conm ssion then is howto
prepare the paynent systemto deal with these current and
antici pated cost increases.

We conducted a careful review of the treatnment of bl ood-
related costs in the hospital marketbasket. W identified two
alternative ways of nodifying the marketbasket to reflect these
costs. Marketbasket consists of 22 cost categories or
conponents. Before fiscal year 1997 it included a separate
explicit measure of the costs of blood to inpatient hospital



designed to reflect the relative inportance of that input.

The first alternative would be for CM5 to reverse the
decision it took in 1997 and reintroduce a separate cost
conmponent for blood products into the marketbasket. This
alternative would essentially be to return to the pre-1997
mar ket basket desi gn

The second alternative would be for CM5 to create a new
conmponent conbi ning bl ood costs with other clinically rel ated
costs. It would then identify an appropriate price proxy to use
with this neasure, estimated weight for the nmeasure from hospita
cost data and incorporate it in the marketbasket. W present
specific information and a possible price proxy in the briefing
material, but I"mnot going to stop to go into themat this
poi nt ..

We do think that both options would be both appropriate for
dealing with input price changes and would be preferable to the
current conbi nation of cost categories and price proxies.

Those are the options.

DR. RONE: \What are the practical differences between these
two?

MR. GREENE: The first explicitly breaks out this very smal

cat egory.

DR. ROAE: | understand what they do. 1Is there a preferred
pat hway here?

MR. GREENE: | don't have strong preferences between the
two. | think they're both attractive in their own way. The

second, of course, nerges this category in a |larger one and, in
that sense, is |less responsive to price change in that particular
conponent. On the other hand, arguably it's nore appropriate
because you may not want to base a change on such a small --

DR. RONE: Do the hospitals have a preference?

MR. GREENE: Not that | know.

MR. MIULLER | have a question. Obviously, when sonething
is half a percent of the overall, one doesn't worry that mnuch.
But when it starts accelerating at 35 percent, conpounding if
that goes on for a while, it can get to be a nunber that has a
big effect on costs. If, in fact, it kept going up 35 percent
for a longer period of time, everybody woul d have to take steps
to accommpdat e and make substitutions, et cetera.

But the question | have therefore is what's the precedent
that we have when sonething starts accelerating like that? Do we
wait to see whether it goes on for an extended period of tine?
Do we anticipate that it mght? Again, if it's .6 of a percent,
| can understand people saying don't worry about that one. But
you could al so see this accelerating up to two or three pretty
fast if this kind of slope continues.

MR. GREENE: The marketbasket is revised fairly regularly,

every four or five years. | don't think they do ad hoc revisions
bet ween those periods in response to energy price increases. So
the short answer is no, | don't think that they make qui ck

adapt at i ons.

MR. HACKBARTH. Tim is there any rule of thunb about when
t hey conbi ne conponents, as opposed to identify sonething as a
separate itemin the calculation? Since that seens to be the



di stinction between those two options.

MR. GREENE: | don't know the standard rul es.

MR. HACKBARTH. How big does it have to be before it becones
separate, as opposed to conmbined with other things?

DR. NEWHOUSE: | would think it would turn on whether we
think we have a good price index for that particul ar conponent.
And if we do, it probably doesn't much matter but it's cleaner to
keep it separate | would think.

MR. CREENE: Just a point | nmade in the briefing materi al
that's led to a |l ot of discontent here is that when the bl ood
price conponent was elim nated bl ood cost was conbined with
chem cals and they're i ndexed not by an industrial chem cals
i ndex, which seens very far renoved fromthe -- it's arguably
appropriate, but when you |look nore carefully, it really is not
an appropriate neasure.

DR. NEWHOUSE: So why did they do this, do we know?

MR. GREENE: Partly because at the tinme the decision was
made the blood price was actually declining. Certainly it was
flat and it was actually declining. The weight is very small and
if, in fact, the decline had continued it would have been even
smaller. | don't know the details but I"msure it was partly a
pragmatic judgnment. This is the nearest thing we can put it in
with. Wien we |ooked at it it didn't seemlike an appropriate
comnbi nati on

DR. REISCHAUER | think the concern will continue if we
bundl e together a group of things sinply because this is com ng
about because of extraordinary rise in the price of blood
products and whatever price index is chosen to be appropriate
wi || undoubtedly be | ower than the increase in blood. So | would
opt for the first of the two.

DR. NEWHOUSE: And here we have, a PPl for blood seened |ike
a reasonable index to use for this. 1'd opt for the first, too.

MR. GREENE: W were careful in our proposal to include, as
an alternative proxy, one that is a |larger, higher |evel index
that would at | east arguably reflect the price changes of bl ood
withinit. It's different than industrial chemcals in that
sense.

DR. LOOP: | think this is a very unique price change and
you' ve captured a lot of the history but the real effect is in
2001 when it does go up 35 percent. This should be treated as an
additive cost. It' snot a revenue issue.

It seens to me that this is sort of new technology and it
shoul d be treated as a pass-through.

MR. GREENE: That's another alternative.

DR. LOOP: It's such an unusual change.

MR. HACKBARTH: Tim why don't you proceed through your
di scussions, since that is one of the other options and then we
can get to the full discussion.

MR. GREENE: Red Cross describes this 35 percent change as a
catch-up for a 20-sone percent change in cost. So | don't think
there's the expectation that this going to continue year after
year.

DR. LOOP: | think half of it is due to catch-up and the
other half is due to new safety standards, nanely universal |euko



reducti on.

MR. GREENE: Turning to the next point, which is Floyd's
poi nt exactly, we are considering other alternatives to deal with
a change like this. One would be, as we discussed yesterday, one
traditi onal approach that MedPAC has taken is to provide a
specific single year add-on to reflect the costs of technol ogical
change in the update reconmendation. The proposal s yesterday
that you were di scussing would nove away fromthat, but | was
still considering this as a possibility.

However, the particular case that we're considering here has
speci al reasons to have reservations about this approach.

Adj ust nents such as the technol ogi cal change adjustnent are
typically used for technol ogies that are actually used by
hospitals in the inpatient setting. The safety technology we're
tal ki ng about here are ones that are used by bl ood banks in
produci ng blood for sale to hospitals as inputs. A small nunber
of hospitals collect donations and produce their own bl ood, so
we're basically tal king about these as things that are used by
suppliers to produce products that are then sold to hospitals.
In that sense, it's very different fromtechnol ogies that we
traditionally deal wth through the update nechani sm

I ncreases in input prices, such as we see here or anticipate
here, are generally reflected through the narketbasket rather
than through a fixed add-on. So that is a reason to have speci al
reservation about a technol ogy adjustnment here, apart fromthe
general considerations yesterday, which is why we considered it
as an alternative but didn't fold it in as an option to directly
consi der.

The second alternative, this is what was consi dered by
Congress in the enactnment of BIPA. This would involve a fixed
add-on to the marketbasket, in that case a .37 percent add-on was
consi dered by Congress | ast year, which would continue year after
year, the sane nunber added to the update continuously, with a
sunset provision in the discussion |last year. But that's what we
mean when we say a fixed add-on. Here it would be, and in that
case it was proposed as an explicit blood cost conponent. But
the concern here is that this would be the precedent for many
such add-on proposals. This for blood, that for another
t echnol ogy, that for another use.

Even apart from other questions, the precedent value is a
concern.

DR ROAE: Can | ask a clarifying question, for ne at |east?
What are we adding it on to?

MR. GREENE: Either to the narketbasket val ue or the update,
however you think

DR. RONE: Because nmy concern is that there are many
categories of patients, either DRGs or others, in which this
problemis concentrated. And there are other entire categories
of patients where this is not relevant. For instance,
psychiatric patients. A psych hospital should not get an add-on
to their market basket for the cost of blood products because they
don't have a bl ood bank. They never give a transfusion.

So it would seemto ne that we should be a little careful --
we should at | east have a principle going forward that has



sonmething to do with that, so that we actually treat the problem
which is the hospitals that do a | ot of cardiac surgery, cancer
surgery, conplex problens, and not psychiatric -- and |I'mj ust
maki ng that up. There are other categories, there nust be, rehab
hospitals, | don't know, where their utilization would be rmuch
lower. | just would like to ask that we have some consi deration
of that as we figure out what to do.

MR. GREENE: One consideration is relative DRG paynents are
reset every year as part of the DRG wei ght setting process.

Those are cal cul ated reflecting charges two years previously.
And to the extent that hospital charges reflect charges for
transplants reflect, in part, the higher blood costs, those are
going to be reflected dowmn the road in higher weights and hi gher
paynments for the affected DRG cases.

DR. NEWHOUSE: What you're really asking for is multiple
mar ket baskets across hospital types, and it's not clear to ne
that the gain is worth the candl e.

DR. ROAE: No, |I'mjust asking for fairness.

DR. NEWHOUSE: There are other hospitals that don't use
ot her inputs.

DR. RONE: If all the conm ssioners think the psychiatric
hospitals should get this, then..

DR. NEWHOUSE: We m ght put on our agenda for sone future
time, | think, looking at how different hospitals are in their
mar ket basket s and whet her there should be nultiple nmarketbaskets.
But it reaches another |evel of conplexity.

MR. HACKBARTH. We're very near the end of the list of
options so why don't you go ahead and do the | ast one.

MR. GREENE: The last one is the use of a technol ogy pass-
through as an alternative way of dealing with these costs.
Briefly, this raises the sanme question | raised with regard to
t he technol ogy change to the update. The technol ogy pass-through
al so was desi gned and enacted to deal with costs of inpatient
technol ogi es actually used by hospitals rather than for
t echnol ogi es used by suppliers that m ght increase the price of
input. |I'"mnot even sure if it would be legally appropriate.

MR. MIULLER Now if it's a pass-through, and nost of these
woul d be inpatient costs. But for outpatient costs that would
j ust exacerbate that 2.5 percent overrun problem wouldn't it?

MR. GREENE: Yes.

MR. HACKBARTH:. Let's turn to the question of which of
these. Can | ask a question to |ead that off?

Blood is clearly an input. W have a nmechanismfor
adj usting for changes in input prices; nanely the market basket.
A case may or may not be rmade about whether the changes in this
particul ar product are being currently accurately reflected
t hrough that nmechanism But | don't understand what the argunent
woul d be for adopting an entirely separate nmechani sm inasmuch as
this is an input, and it is a price change. Wat have | m ssed?

MR, GREENE: W're not reconmmending -- the options we
present entirely are marketbasket nodifications. | was |aying
out the others for conpl eteness, to acknow edge that we
consi dered t hem

MR. HACKBARTH. | guess what |'masking is, the advocates of



other alternatives, is there any argunent that |I've mssed? |['ve
not heard an argunment why we shouldn't use the established
nmechani smfor what is clearly an input.

MR. GREENE: | think there's an understanding -- what
advocat es have proposed is the fixed add-on proposal, which is
based on their estimte of additional costs, which suggests that
flat add-on, which would be, in the | egislative proposal would be
in effect until marketbasket changes were nade. That's the
| ogi c, market basket changes are necessary. Until they're nade,
we're adding this small anount to updates.

MR. HACKBARTH. In the interest of trying to get to the
bottom|line as quickly as possible, are there other comm ssioners
who can help ne on this? AmI| mssing sonething, why this
shoul dn't be | ooked at as an input price issue?

DR. REISCHAUER | think all Timwas saying was, before it
can be handl ed that way, these advocates would like a little
noney.

MR. GREENE: Yes.

DR. REI SCHAUER: But we aren't really speaking to the
interimissue here.

MR, GREENE: No, we're not.

DR. RONE: Can we recomend? Wiy can't we recommend what
think Timis recomendi ng, which is that the narketbasket be
changed to reflect this, and then an interi mpaynment adjustnment
be made to conpensate for this change until that occurs?

DR. LOOP: You nean an add-on paynent adjustnent?

DR. ROWAE: Yes.

MR. HACKBARTH. Goi ng back to our discussion of yesterday,
if we adopt the approach we discussed for |ooking at the base and
t hen | ooking at the update, in fact that nmechani sm shoul d address
any shortfall.

DR. REI SCHAUER: And do we think this is that serious a
probl em for the next couple of years? That's the real --

DR ROAE: M concern is that there are hospitals -- al
hospitals aren't equal and there are probably sonme hospitals
where this is a very significant issue. |'mnot sure they're
going to be aided appropriately by this general change. But
nonet hel ess, | would be in favor of nmeking the change sooner
rather than later certainly.

MR SMTH  But we had a conversation yesterday where we
generally agreed that our threshold for that sort of out of the
ordi nary course of business update ought to be pretty high. |
haven't heard, Jack, any evidence or nunbers fromTimin the
materi al that suggests this has reached that point. The
mar ket basket update should take care of that over tine,
particularly if as Floyd described, we had a one-tine spike in a
very small base and the update process worKks.

| think we set a very dangerous precedent if we begin to
argue about very small itenms of cost with very short term spikes,
that we're going to do an adjustnent every tinme. It certainly
flies in the face of our conplexity argunment.

DR. NEWHOUSE: David, | agree with your bottomline, but the
update won't fix the weight on this issue. Wat |I'd say to Jack
though is, there is another way to get at the hospitals doing a



| ot of surgery, which is this will feed through to the relative
DRG wei ght and that relative weight will go up

DR. LOOP: In the neantine, until the index catches up with
it, just let me give one statistic. For the Ceveland Cinic, a
30 percent price increase in 2002 will anmount to about $2.5

mllion of unconpensated cost. So that's a |ot of noney. So |

hlnk we need sonme sort of a short termfix, an update or a pass-
through of sone kind, because we're in the sane boat with a | ot
of other large hospitals.

MR, HACKBARTH: Help ne put that $2.5 million in context,
Floyd. 1Is that $2.5 nmillion for the overall operations of the
institution, or is that Medicare specific, and conpared to what
sort of base are we tal king about?

DR LOOP: It's all patients. [It's not just Medicare. |If
Medicare is 35 percent of it, then it would be 35 percent of
that. But actually, that's not true because Medicare patients
woul d use nore bl ood than non- Medi car e.

MR. GREENE: David, to respond to your question about
magni tudes. Blood in the ol d nmarketbasket had 0.06 percent
wei ght, so a 35 percent increase on that woul d be about 0.2
percentage points that would be included in the update. The
guestion is, is that so small that it doesn't pass the threshol d.

MR. MIULLER: When you | ook at [inaudible]. It's not a smal
nunber .
MR SMTH. | don't want to belabor this. | think we're

headed toward consensus, but it does strike nme that we didn't
hear anybody come in here when blood prices were falling and
argue that we ought to have a negative adjustnent. At 0.2 with a
spi ke, Floyd, that looks like it is not a float but a spike,
think it's a very dangerous precedent to start, at this |evel,
doi ng add-ons and pass-t hroughs.

MR. HACKBARTH. |If we did an add-on, wouldn't we al so
| ogically have to do a take-back when the automatic processes
t hrough the recalibration of weights and the index take effect?
So we'd also have to get in the business of saying, we've got to
do a take-back

DR. REI SCHAUER Unless it's sunsetted.

MR. GREENE: You could, | suppose. In the update
recommendati on you woul d have to be explicit.

DR. RONE: | need sonebody to summari ze where we are for ne.

MR. HACKBARTH: We're on the draft reconmmendati on page, and
it sounds |ike we've agreed that the issue is an input price
issue and it needs to be fixed through the index. Mst of the
conversation seens to center on whether sonme interimstep is
necessary over and above that.

DR. REI SCHAUER But this seens to be a choice that we have
bef ore us?

MR. GREENE: These woul d be a choice, right, between --

DR REI SCHAUER  Actual ly, although I'mstrongly in favor of
the first, I would suggest we |eave that up to CM5 and we say
"or" because it's not a big deal and for technical reasons one
m ght be preferable or easier for themto do.

ROWNE: But where are you, Bob, on the interimquestion?

DR REISCHAUER: |'mwith David. | would hope that CMS



woul d nove expeditiously on this matter and, therefore, it would
go away.

DR RONE: If that were to happen, when woul d the change
becone effective?

MR. MIULLER: What | heard Joe say about the DRG re-basing is
about a year and-a-half |ag.

DR. NEWHOUSE: Not the re-basing; the weights.

MR. MIULLER: The re-weights. The DRG one is about --

DR. NEWHOUSE: | believe it's every year

DR, REISCHAUER | would presunme if CMS can decide to drop
bl ood out, it could decide to put it back in and this could be in
next year's index.

MR. ASHBY: Just a quick point of clarification on the
timng here. HCFA does process every five years, and | guess by
the luck of the draw the fifth year is here. HCFAis conmtted
to doing a -- reconstituting the marketbasket this very year. So
the process is underway. The timng is really quite good.

DR. ROAE: When would it cone into effect?

MR. GREENE: The year after.

MR. ASHBY: | believe it would cone into effect about one
year from today, October 1st of 2002.

DR. ROAE: So then the question is whether -- so now we've
defined interim It's one year. And the question is, what's the
sense of -- whether there's sonetihng to be done during that
year, right? That was what was --

MR, ASHBY: Yes.

DR. ROAE: But now at |east we know it's one year.

MR. ASHBY: But let ne rem nd you al so, we tal ked about
reviewi ng the adequacy of base paynent rate yesterday which we
have not yet done here, and this sort of fits into that category.
There's kind of an adjustnment to where we are today, today really
meani ng a year from now because that's about as fast as the
process works. W might want to think about it in that context,
given all the other things that affect the rate for inpatient
payment s.

MR. HACKBARTH. G ven the one-year duration of interim and
given that we've got automatic nmechanisns in place. G ven that
logically if we nmake this exception we open the door to other
simlar clains and we have to go back logically and deduct it
fromthe future, it seens like a |lot of conplexity and risk in
terms of opening the door, to take for a one-year fix on a
relatively small conponent in the overall cost structure.

| say that with synpathy to the institutions, but we've got
mechani snms to fix this problem This is just one exanple of
sonet hing that can conme up over and over again wth various
i nput s.

DR. REI SCHAUER: Wul d an add-on have to be a legislative
change?

MR, GREENE: What we'd be saying woul d be, the Congress
shoul d consider it when it next |egislates.

DR. REI SCHAUER: Because | think realistically speaking,
this probably woul dn't happen between now and January 1st, so it
woul d be an after-the-fact repaynment. | think it's just way too
much trouble if we're urging that this be adopted within the next



year .

MR. HACKBARTH: | m ssed the first part. So your point is
that the add-on would al so take tine, and woul dn't be inmedi at e,
so by that time the other mechanisns are in place; is that right?

DR REI SCHAUER: Yes. OCMs has set the paynent for next
year.

DR RONE: One way to do it -- can | nmake an alternative
suggestion? |I'mjust trying to think about it here. [If we think
that there's going to be an interimperiod where there is a
nodest di sadvantage, particularly to those institutions
concentrated in this, and we don't think there's an effective
mechani sm avail able to deal wth it easily without all kinds of
other problens, is it reasonabl e when the mar ket basket change is
made to take that into consideration in the amunt of the change
that is nmade, to sort of pay back or conpensate it? Can that be
done? Professor Newhouse is shaking his head no.

DR. REI SCHAUER | guess ny question would be, why start
with this year? Wy don't we go back to the last 10 years, and
then the sine mght be different.

MR SMTH  And wouldn't the consequence, the |logica
consequence of that argue that we ought to | ook at every nodest
that m ght have affected prices because of divergence fromthe
mar ket basket every year and then do a retrospective adjustnent?

DR. NEWHOUSE: Plus it goes beyond price. |f you have a new
-- stents cone inin the md-'90s, they add on to the cost of

doi ng angioplasty. It's a lag until that gets in to
rei nmbursenent and the hospitals just have to eat it.

MR SMTH | can't imagine, Jack, that if you took what you
j ust recommended and abstracted it so we're about all inputs,
that you' d support that kind of adjustment for --

DR. RONE: |I'mjust trying to figure it out. |'mthinking
about your spike argunent. |'mthinking about other things that
are spikes, like Y2K, this kind of thing. | renenber when we

used to add up pluses and m nuses of things that we took into
account. W said, that cost the hospitals X during that year so
we added sonething. W did that. This group did that as |
recall. So it's not as Alice-in-Wnderland as it m ght sound.
But it sounds like it would not be feasible or appropriate to do
with respect to this one thing, with respect to this one case.
But that's how | got to --

MR. HACKBARTH: In the interest of allow ng people to catch
their planes, because as you'll recall fromyesterday we have two
itenms that need to be added on: the cancer hospital issue and a
final decision on the consuner coalition issue. W need to
squeeze those in this norning. W're not going to take a vote
today. We had never planned to take a vote today on this issue.
So it will be back before us next nonth.

What |'d suggest we do is set it aside for now, have the
staff nail down some of the factual information around the timng
i ssues so that we can be absolutely clear on how long interimis,
as Jack puts it. Then we'll come back at our Novenber neeting
and actually have the final vote and decision on the issue. Are
peopl e anenable to that?

Floyd, if you have an issue that you would like the staff to



research during that period, go ahead.

DR. LOOP: | think that the dollar inpact, that the DRG
wei ghts are something we should | ook at, and timng. So there
are three things, unless sonebody has sone others.

MR. HACKBARTH. |'msorry, | didn't hear the last part.

DR. LOOP: The timng of this if we put it in the
mar ket basket .

MR. HACKBARTH: Thanks, Tim



